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ATTORNEYS AT LAW

100 North Tenth Street, Harrisburg, PA 17101 Phone: 717.236.1300  Fax: 717.236.4841 www.hmslegal.com
September 26, 2014
VIA HAND DELIVERY

Rosemary Chiavetta, Secretary
Pennsylvania Public Utility Commission

P. O. Box 3265

Harrisburg, PA 17105-3265
RE:  Application of Convenient Ventures, L1.C d/b/a EnergyObjective;

Docket No. A-2014-

Natural Gas Supply Service Application

Dear Sccretary Chiavetta:

Enclosed for [iling with the Commission is the natural gas supply services application of
Convenient Venwres, LLC d/b/a EnergyObjective (“Convenient Ventures”).  Convenient
Ventures is seeking approval to provide natural gas supply services as a broker/marketer
throughout the Commonwealth of Pennsylvania. Copies of this application have been served as
indicated on the attached Certificate of Service. Please note that the application includes letters
from all NGDCs except PECO and National Fuel Gas Distribution Corporation regarding their
financial security requirements.  Convenient Ventures will provide the letters from PECO and
NFGD as soon as they are obtained. Also enclosed is a check in the amount of $350.00 1o cover
the filing lee.

Thank you for your atiention to this matter. Please contact this office at the above-listed
number with any questions you may have.
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Version Revised 08/01/14
BEFORE THE PENNSYLVANIA PUBLIC UTILITY COMMISSION

Application of Convenient Ventures, LLC, dfb/a EnergyObjective, for approval to offer, render, furnish, or supply

natural gas supply services as a broker/marketer engaged in the business of supplying natural gas services to the
public in the Commonwealth of Pennsylvania (Pennsylvania).

To the Pennsylvania Public Utility Commission:

1. IDENTIFICATION AND CONTACT INFORMATION

a. IDENTITY OF THE APPLICANT: Provide name (including any fictitious name or d/b/a), primary address,
web address, and telephone number of Applicant:

Convenient Ventures, LLC d/b/a EnergyObjective
415 Norway Street

York, PA 17403

Phone: (717} 771-1858

Fax: (717} 854-5496

Web address: energyobjective.com

b. PENNSYLVANIA ADDRESS / REGISTERED AGENT: If the Applicant maintains a primary address
outside of Pennsylvania, provide the name, address, telephone number, and fax number of the
Applicant's secondary office within Pennsylvania. If the Applicant does not maintain a physical location

within Pennsylvania, provide the name, address, telephone number, and fax number of the Applicant's
Registered Agent within Pennsylvania.

None.

¢. REGULATORY CONTACT: Provide the name, title, address, telephone number, fax number, and e-mail

address of the person to whom questions about this Application should be addressed.

Tim Booth, General Manager
415 Norway Street

York, PA 17403

Phone: {717) 771-1894

Fax:  {717) 854-9773
tboothi@shipleyenergy.com

d. ATTORNEY: Provide the name, address, telephone number, fax number, and e-mail address of the
Applicant's attorney. If the Applicant is not using an attorney, explicitly state so.

Todd S. Stewart
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e. CONTACTS FOR CONSUMER SERVICE AND COMPLAINTS: Provide the name, title, address,
telephone number, fax number, and e-mail of the person and an alternate person responsible for
addressing customer complaints. These persons will ordinarily be the initial point(s) of contact for

resolving complaints filed with the Applicant, the Natural Gas Distribution Company, the Pennsylvania
Public Utility Commission, or other agencies.

The main contact's information will be listed on the
Commission website list of licensed NGSs.
Tim Booth, General Manager Derek Shaw, Energy Procurement Lead
415 Norway Street 415 Norway Street
York, PA 17403 York, PA 17403
Phone: (717) 771-1894 Phone: (717) 771-1894
Fax: (717) 854-9773 Fax; (717)854-9773
tbooth@shipleyenergy.com

dshaw@shipleyenergy.com

BUSINESS ENTITY FILINGS AND REGISTRATION

a. FICTITIOUS NAME: (Select appropriate statement and provide supporting documentation as listed.)

X The Applicant will be using a fictitious name or doing business as (“d/b/a"}

Provide a copy of the Applicant's filing with Pennsylvania's Department of State
Pursuant to 54 Pa. C.S. §311.

See Attachment 1. The fictitious name is EnergyObjective.

b. BUSINESS ENTITY AND DEPARTMENT OF STATE FILINGS:

{Select appropriate statement and provide supporting documentation. As well, understand that Domestic
means being formed within Pennsylvania and foreign means being formed outside Pennsylvania.)

L The Applicant is a sole proprietor.

If the Applicant is located outside the Commenwealth, provide proof of compliance with 15
Pa. C.S. §4124 relating to Department of State filing requirements.

Or a2

2 o D

X m
™ 54

3 The Applicant is a: e 2 O

o '33 T

L) domestic general partnership (%) ;—é I

domestic limited partnership (15 Pa. C.S. §8511) = E m

U foreign general or limited partnership (15 Pa. C.S. §4124) % n {9
O domestic limited liability partnership (15 Pa. C.S. §8201) '-;, g\)

g foreign limited liability general partnership (15 Pa. C.S. §8211) o

foreign limited liability limited partnership (15 Pa. C.S. §8211)

Provide proof of compliance with appropriate Department of State filing requirements as
indicated above.

Give name, d/b/a, and address of partners. If any partner is not an individual, identify the
business nature of the partner entity and identify its partners or officers.



- Provide the state in which the business is organized/formed and provide a copy of the
Applicant’s charter documentation.

- “Ifa corporate partner in the Applicant’s domestic partnership is not domiciled in
Pennsylvania, attach a copy of the Applicant’s Department of State filing pursuant to 15 Pa,
C.5. §4124.

or
Q The Applicant is a:

(J domestic corporation (15 Pa. C.S. §1308)

[ foreign corporation (15 Pa. C.S. §4124)
X domestic limited liability company (15 Pa. C.S. §8913)

d foreign limited liability company (15 Pa, C.S. §8981)
Other (Describe):

- Provide proof of compliance with appropriate Department of State filing requirements as
indicated above.

See Attachment 2.

- Provide the state in which the business is incorporated/organized/formed and provide a copy
of the Applicant's charter documentation.

Pennsylvania.

- Give name and address of officers.
William S. Shipley, I, CEQ, 413 Norway Street, York, PA 17403
Matt Sommer, President, 415 Norway Street, York, PA 17403

Richard Beamesderfer, Treasurer, 413 Norway Street, York, PA 17403
Lloyd Midgett, Secretary, 413 Norway Street, York, PA 17403

3. AFFILIATES AND PREDECESSORS

(both in state and out of state)

a. AFFILIATES: Give name and address of any affiliate(s) currently doing business and state whether the
affiliate(s) are jurisdictional public utilities. If the Applicant does not have any affiliates doing business,
explicitly state so. Also, state whether the applicant has any affiliates that are currently applying to do
business in Pennsylvania.

Shipley Choice d/b/a Shipley Energy, 415 Norway Street, York, PA 17403
Shipley Energy Company, 4154 Norway Street, York, PA 17403

Neither of these affiliates are jurisdictional public utilities.



b. PREDECESSORS: Identify the predecessor(s) of the Applicant and provide the name(s) under which the
Applicant has operated within the preceding five (5) years, including address, web address, and
telephone number, if applicable. If the Applicant does not have any predecessors that have done
business, explicitly state so.

Shipley Energy Company Shipley Choice, LLC
413 Norway Street 415 Norway Street
York, PA 17403 York, PA 17403

Neither company is a jurisdictional public utility.

4, OPERATIONS

APPLICANT’'S PRESENT OPERATIONS: (select and complete the appropriate statement)
Definitions

- Supplier — an entity which provides natural gas supply services to retail gas customers utilizing
the jurisdictional facilities of an natural gas distribution company
- Broker/Marketer - an entity that acts as an intermediary in the sale and purchase of natural gas

but does not take title to the natural gas.

Q The Applicant is presently doing business in Pennsylvania as a

[ natural gas interstate pipeline

municipality providing service outside its municipal limits
local gas distribution company

retail suppiier of natural gas services in the Commonwealth
a natural gas producer

a broker/marketer engaged in the business of supplying natural gas services
Other. (Identify the nature of service being rendered)

coodo

or

X The Applicant is not presently doing business in Pennsylvania that falls under the jurisdiction
of the PUC.

b. APPLICANT’'S PROPOSED OPERATIONS: The Applicant proposes to operate as a:

| Supplier or Aggregator of natural gas services
Municipal supplier of natural gas services

Cooperative supplier of natural gas services
X Broker/Marketer engaged in the business of supplying natural gas services
X Check here to verify that your organization will not be taking title to the natural gas nor will

you be making payments for customers.
[d Other (Describe):



C. PROPOSED SERVICES: Describe in detail the natural gas supply services which the Applicant
proposes to offer.

EnergyObijective will act strictly as a natural gas broker primarily serving medium and large commercial
and industrial customers in PA. We will shop on behalf of customers to identify the low cost or best fit

supply preduct among various suppliers.

d. PROPOSED SERVICE AREA: Check the box of each Natural Gas Distribution Company for which the
Applicant proposes to provide service.

L columbia [ Philadelphia Gas Works
M| National Fuel Gas [ UGl Central Penn
U Peco (d UGI Penn natural
[} Peoples Gas - Equitable Div. [ uai uitilities
Pecples Natural Gas W] Valley Energy
(3 Peoples TWP X All of the above

e. CUSTOMERS: Applicant proposes to provide services to:

Residential Customers

Small Commercial Customers - {Less than 6,000 Mcf annually)

Residential and Small Commercial as Mixed Meter ONLY (CANNOT BE TAKEN WITH
RESIDENTIAL AND/OR SMALL COMMERCIAL ABOVE)

Large Commercial Customers - (6,000 Mcf or more annually)

Industrial Customers

Governmental Customers
All of above

Other (Describe):

=000 000

f. START DATE: Provide the approximate date the Applicant proposes to actively market within the
Commonwealth.

Upon approval by the PUC.

5. COMPLIANCE

a. CRIMINAL/CIVIL. PROCEEDINGS: State specifically whether the Applicant, an affiliate, a predecessor of
gither, or a person identified in this Application, has been or is currently the defendant of a criminal or civil

proceeding within the last five (5) years.

Identify all such proceedings (active or closed), by name, subject and citation, whether before an
administrative body or in a judicial forum. if the Applicant has no proceedings to list, explicitly state such.

None.

h, SUMMARY: |If applicable; provide a statement as to the resolution or present status of any such
proceedings listed above.

N/A



c.

CUSTOMER/REGULATORY/PROSECUTORY ACTIONS: Identify all formal or escalated actions or
compiaints filed with or by a customer, regulatory agency, or prosecutory agency against the Applicant,
an affiliate, a predecessor of either, or a person identified in this Application, for the prior five (5) years,
including but not limited to customers, Utility Commissions, and Consumer Protection Agencies such as
the Offices of Attorney General. If the Applicant has no actions or complaints to list, explicitly state such.

None.

SUMMARY: If applicable; provide a statement as to the resolution or present status of any actions listed

above.

N/A

6.

a.

o—

PROOF OF SERVICE

STATUTORY AGENCIES: Pursuant to Section 5.14 of the Commission’'s Regulations, 52 Pa. Code

§5.14, provide proof of service of a signed and verified Application with attachments on the following:

Office of Consumer Advocate
5th Floor, Forum Place

555 Walnut Street
Harrisburg, PA 17120

Office of the Small Business Advocate
Commerce Building, Suite 1102

300 North Second Street

Harrisburg, PA 17101

Office of the Attorney General
Bureau of Consumer Protection
Strawberry Square, 14th Fleor
Harrisburg, PA 17120

Commonwealth of Pennsylvania
Department of Revenue

Bureau of Compliance
Harrisburg, PA 17128-0946

b.) NGDCs: Pursuant to Sections 1.57 and 1.58 of the Commission’'s Regulations, 52 Pa. Code §§1.57 and
1.58, provide Proof of Service of the Application and attachments upon each of the Natural Gas
Distribution Companies the Applicant proposed to provide service in. Upon review of the Application,
further notice may be required pursuant to Section 5.14 of the Commission’s Regulations, 52 Pa. Code

§5.14. Contact information for each NGDC is as follows.

e

)

i = e
Columbia Gas of PA, Inc. Peoples Gas — Equitable ﬂivisigﬂ rﬁ
Thomas C. Heckathorn Lynda Petrichevich Pz o O
200 Civic Center Drive 375 North Shore Drive, Suit@@OO%’\ i
Columbus, OH 43215 Pittsburg, PA 15212 IS m
PH: 614.460.4996 PH: 412.208.6528 2 F m
FAX: 614.460.6442 FAX: 412.208.6577 =3 D

theckathorn@nisource.com

o
e-mail: Lynda.w.petrichevich@peffles-
gas.com T

National Fuel Gas Distribution Corp.
David D. Wolford

6363 Main Street

Williamsville, NY 14221

PH: 716.857.7483

PECO |
Carlos Thillet, Manager, Gas Supply and
Transportation '

2301 Market Street, S9-2

Philadelphia, PA 19103




FAX; 716.857.7479

e-mail: wolfordd@natfuel.com

PH: 215.841.6452
Email: carlos.thillet@exeloncorp.com

The Peoples Natural Gas Company
Lynda Petrichevich

375 North Shore Drive, Suite 600
Pittsburg, PA 15212

PH: 412.208.6528

FAX: 412.208.6577

e-mail: Lynda.w.pefrichevich@peoples-gas.com

Philadelphia Gas Works
Nicholas LaPergola

800 West Montgomery Avenue
Philadelphia, PA 19122

PH. 215.684.6278

email: nicholas.lapergola@pgworks.com

Peoples TWP LLC (Formerly T. W. Phillips)
Lynda Petrichevich

375 North Shore Drive, Suite 600

Pittsburg, PA 15212

PH: 412.208.6528

FAX: 412.208.6577

e-mail: Lynda.w.petrichevich@peoples-gas.com

UGl

David Lahoff

2525 N. 12" Street, Suite 360
Reading, PA 19612-2677

PH: 610.796.3520

Email; dlahoff@ugi.com

UGI Central Penn

David Lahoff

2525 N. 12" Street, Suite 360
Reading, PA 19612-2677

PH: 610.796.3520

Email: dlahoff@ugi.com

UGI Penn Natural

David Lahoff

2525 N. 12" Street, Suite 360
Reading, PA 19612-2677

PH: 610.796.3520

Email: dlahoff@ugi.com

Valley Energy Inc.

Robert Crocker

523 South Keystone Avenue
Sayre, PA 18840-0340

SRS
3 = I
PH: 570.888-9664 5 @ m
FAX: 570.888.6199 So 9 O
email: bobc@ctenterprises.org - S
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7. FINANCIAL FITNESS Z. W

a. BONDING:

In accordance with 66 Pa. C.8. Section 2208(c), no natural gas supplier license shali be

issued or remain in force unless the applicant or holder furnishes a bond or other security in a form and
amount to ensure the financial responsibility of the natural gas supplier. The criteria used to determine
the amount and form of such bond or other security shall be set by each NGDC. Provide documentation
that the applicant has met the security requirement of each NGDC by submitting the letters sent by the

NGDCs stating what bonding amounts they require.

Attached.

FINANCIAL RECORDS, STATEMENTS, AND RATINGS: Applicant must provide sufficient information

to demonstrate financial fithess commensurate with the service proposed to be provided. Examples of
such information which may be submitted include the following:

companies.

Actual (or proposed) organizational structure including parent, affiliated or subsidiary



c.

- Published Applicant or parent company financial and credit information {i.e. 10Q or 10K},
{SEC/EDGAR web addresses are sufficient)

- Applicant's accounting statements, including balance sheet and income statements for the
past two years.

- Evidence of Applicant's credit rating. Applicant may provide a copy of its Dun and Bradstreet
Credit Report and Robert Morris and Asscciates financial form, evidence of Moody's, S&P, or
Fitch ratings, and/or other independent financial service reports.

- A description of the types and amounts of insurance carried by Applicant which are
specifically intended to provide for or support its financial fitness to perform its obligations as
a licensee.

- Audited financial statements exhibiting accounts over a minimum two year period.

- Bank account statement, tax returns from the previous two years, or any other information
that demonstrates Applicant's financial fitness.

See Attachments 3, 4 and 5. The statement dated June 30, 2013 is an 18 month statement.

SUPPLIER FUNDING METHOUD: If Applicant is operating as anything other than Broker/Marketer only,
explain how Applicant will fund its operations. Provide all credit agreements, lines of credit, ete., and
elaborate on how much is available on each item.

N/A

BROKER PAYMENT STRUCTURE: If applicant is a broker/marketer, explain how your organization will be
collecting your fees.

Applicant is paid a negotiated commission directly from the chosen supplier for each acquired customer.

ACCOUNTING RECORDS CUSTODIAN: Provide the name, title, address, telephone number, FAX
number, and e-mail address of Applicant's custodian for its accounting records.

Richard M. Beamesderfer, CFQ

413 Norway Street

York, PA 17403

Phene: (717) 771-1928

Fax: (717) 854-5496
rmbeamesderfer@shipleyenergy.com

TAXATION: Complete the TAX CERTIFICATION STATEMENT attached as Appendix D to this
application.

Alf sections of the Tax Certification Statement must be completed. Absence (submitting N/A) of any
of the TAX identifications numbers (items 7A through 7C) shall be accompanied by supporting
documentation or an explanation validating the absence of such information.

items 7A and 7C on the Tax Certification Statement are designated by the Pennsylvania Department
of Revenue. Item 7B on the Tax Certification Statement is designated by the internal Revenue

Service.

See attached Tax Certification Statement.



a.

C.

8. TECHNICAL FITNESS:

To ensure that the present quality and availability of service provided by natural gas distribution
companies does not deteriorate, the Applicant shall provide sufficient information to demonstrate
technical fitness commensurate with the service proposed to be provided.

EXPERIENCE, PLAN, STRUCTURE: such information may include:
- Applicant's previous experience in the natural gas industry.
- Summary and proof of licenses as a supplier of natural gas services in other states or
jurisdictions.
- Type of customers and number of customers Applicant currently serves in other jurisdictions.
- Staffing structure and numbers as well as employee training commitments.
- Business plans for operations within the Commonweaith.
- Any other information appropriate to ensure the technical capabilities of the Applicant.
The names and employment background of the officers of the Applicant were provided in section 2 above,
Attachment 6 also includes the educational and employment background of the officers. Tirn Booth will serve
as the General Manager. Tim worked in other areas of Shipley Energy prior to starting the electricity
brokering arm in 2009, He also started Shipley Choice, LLC as a residential supply arm. He is experienced
in all aspects of the business and is equally committed to both small and large customers. Tim will oversee
all phases of the day to day and long term operations of the business,
PROPOSED MARKETING METHOD (check all that apply)
X Internal — Applicant will use its own internal resources/femployees for marketing
[J  External NGS - Applicant will contract with a PUC LICENSED NGS
| Affiliate — Applicant will use a NON-NGS affiliate that is a nontraditional marketer and/or
marketing services consultant
| External Third-Party — Applicant will contract with a NON-NGS third party nontraditional
marketer and/or nonselling marketer
M| Other (Describe).
DOOR TO DOOR SALES: Will the Applicant be implementing door to door sales activities?
Q Yes
X No
If yes, will the Applicant be using verification procedures?
| Yes |
CI No

If yes, describe the Applicant’s verification procedures. |



d.

e.

CVERSIGHT OF MARKETING: Explain all methods Applicant will use to ensure all marketing is performed
in an ethical manner, for both employees and subcontractors.

EnergyObjective will work closely with its regulatory counsel to assure that it is in full compliance with ail
Commission marketing requirements and regulations.

OFFICERS: Identify Applicant's chief officers, and include the professional resumes for any officers
directly responsible for operations.

William S. Shipley, IIl, CEO, 413 Norway Street, York, PA 17403

Matt Sommer, President, 415 Norway Street, York, PA 17403

Richard Beamesderfer, Treasurer, 413 Norway Street, York, PA 17403
Lloyd Midgett, Secretary, 413 Norway Street, York, PA 17403

See Attachment 6 for the educational and employment background of the officers.

9. DISCLOSURE STATEMENT:

DISCLOSURE STATEMENTS: If proposing to serve Residential and/or Small Commercial (less than
6,000 Mcf annually) Customers, provide a Residential and/or Small Commercial disclosure statement. A
sample disclosure statement is provided as Appendix E to this Application.

- Nalural gas should be priced in clearly stated lerms to the extent possible. Common definitions should
be used. All consumer contracts or sales agreements should be written in plain language with any

exclusions, exceplions, add-ons, package offers, limited time offers or other deadlines prominently
communicated. Penalfies and procedures for ending confracts should be clearly communicated.

Not applicable for an applicant applying for a license exclusively as a broker/marketer.

10. VERIFICATIONS, ACKNOWLEDGEMENTS, AND AGREEMENTS

STANDARDS OF CONDUCT AND DISCLOSURE: As a condition of receiving a license, Applicant
agrees to conform to any Uniform Standards of Conduct and Disclosure as set forth by the Commission.
Further, the Applicant agrees that it must comply with and ensure that its employees, agents,
representatives, and independent contractors comply with the standards of conduct and disclosure set
out in Commissicn regulations at 52 Pa. Code § 62.114.

X AGREED

REPORTING REQUIREMENTS: Applicant agrees to provide the following information to the

Commission; ;
- Reports of Gross Receipts: Applicant shall file an annual report with the Commission on an
annual basis no later than April 30" following the end of the calendar year per 52 Pa. Code

§62.110.

X AGREED



TRANSFER OF LICENSE: The Applicant understands that if it plans to transfer its license to another
entity, it is required to request authority from the Commission for permission prior to transferring the
license. See 66 Pa. C.S. § 2208(d}). Transferee will be required to file the appropriate licensing
application.

X AGREED

ASSESSMENT: The Commission does not presently assess Natural Gas Suppliers for the purposes of
recovery of regulatory expenses.

X ACKNOWLEDGED

FURTHER DEVELOPMENTS: Applicant is under a continuing obligation to amend its application if
substantial changes occur to the information upon which the Commission relied in approving the original
filing. See 52 Pa. Code § 62.105.

X AGREED

FALSIFICATION: The Applicant understands that the making of false statement(s) herein may be
grounds for denying the Application or, if later discovered, for revoking any authority granted pursuant to
the Application. This Application is subject to 18 Pa. C.S. §§4903 and 4904, relating to perjury and
falsification in official matters.

X AGREED

NOTIFICATION OF CHANGE: If your answer to any of these items changes during the pendency of your
application or if the information relative to any item herein changes while you are operating within the
Commonwealth of Pennsylvania, you are under a duty to so inform the Commission, within thirty (30)
days, as to the specifics of any changes which have a significant impact on the conduct of business in
Pennsylvania. See 52 Pa. Code § 62.105.

X AGREED

CEASING OF OPERATIONS: Applicant is also required to officially notify the Commission if it plans to
cease doing business in Pennsylvania, 90 days prior to ceasing operations.

X AGREED

FEE: The Applicant has enclosed or paid the required initial licensing fee of $350.00 payable to the
Commonwealth of Pennsylvania.

X PAYMENT ENCLOSED “



11.

AFFIDAVITS

a.) APPLICATION AFFIDAVIT: Complete and submit with your filing an officially notarized Application
Affidavit stating that all the information submitted in this application is truthful and correct. An example
copy of this Affidavit can be found at Appendix A.

b.) OPERATIONS AFFIDAVIT: Provide an officially notarized affidavit stating that you will adhere to the Public
Utility Code of Pennsyivania and applicabie federal and state faws. An exampie copy of this Affidavit can be
found at Appendix B.

NEWSPAPER PUBLICATIONS

Notice of filing of this Application must be published in newspapers of general circulation covering
each county in which the applicant intends to provide service. Below is a list of newspapers which
cover the publication requirements for Natural Gas Suppliers looking to do business in Pennsylvania.

The newspapers in which proof of publication are required is dependent on the service territories the
applicant is proposing to serve. The chart below dictates which newspapers are necessary for each
NGDC. If the applicant is proposing to serve the entire Commonwealth, please file proof of

publication in all seven newspapers.

Please file with the Commission the Cenrtification of Publication, along with a Photostatic copy of the
notice to complete the notice requirements.

Proof of newspaper publications must be filed with the initial application. Applicants do not need a
docket number in their publication. Docket numbers will be issued when all criteria on the item 14
checklist (see below) are satisfied.

Erie Harrisburg Pittsburg | Scranton Johnstown
Times- Patriot- Philadelphia | Post- Times- Williamsport | Tribune-
News News Daily News | Gazette Tribune Sun-Gazette | Democrat

Columbia Gas X X X X X

Equitable Gas X X

National Fuel Gas X

PECO X

Peoples Natural Gas X X X

Peoples TWP LLC X

Philadelphia Gas

Works X

UGl X X X

UGI Central Penn X X X X X X X

UGI Penn Natural X X X

Valley Energy X X

Entire '

Commonwealth X X X X X X X

(Example Publications are provided at Appendices F and G)

12
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Appendix A
APPLICATION AFFIDAVIT

fCommonwealth/State] of P CAUh ¢ ;,’, l vritu ﬂ-
S8,

Countyof _ \Jp ¢ k

( Iz fd.rr/ [gau!(s (‘fﬁé/ , Affiant, being duly [sworn/affirmed] according to law, deposes and says that:

[He/she is the éé 0 [T rtesvren {Office of Affiant) ofG].{ﬂ; fg;'t Iég[ﬁzcs Q@ame of Applicant);]

[That he/she is authorized to and does make this affidavit for said Applicant;]

That the Applicant hereir{gu/g, ) :ﬁ[ [é“'ik.; .1 (ras the burden of producing information and supporting

documentation demonstrating its technical and financial fitness to be licensed as an natural gas supplier pursuant to
66 Pa. C.S, § 2208 (c)(1).

That the Applicant herein { iﬂw/m vt % a5 dl §as answered the questions on the application correctly,

truthfully, and completely and provided supporting documentation as required.
That the Applicant heremc u. Z) Lﬁ'&mowledges that it is under a duty to update information
provided in answer to questions on this application and contained in supporting documents,

That the Applicant hcreinC Vi 3 ta%f:ﬁowledges that it is under a duty 1o supplement information
provided in answer to questions on this application and contained in supporting documents as requested by the

Commission.
That the facts above set forth are true and correct to the best of histher knowledge, information, and belief, and that
he/she expects said Applicant to be able to prove the same at hearing.

"Rbl) g

Slgnature of Affiant

H
Sworn and subscribed before me this _/ b day of Seﬂ}émbe” 20/4

(%)
m_-,
£ N
=< 2
COMMONWEALTH OF PENNSYLVANIA Q =
NOTARIAL SEAL ‘ 3_: - h‘? -:D
\4 Greta R. Whitacre, Notary Public -‘::4 v ,\‘,o rmy
Si natur f official ad rin City of York, York County T o
° ¢ of oficale mIY{ISte 9 oath My commission cxpires August 10, 2015 é"(ﬁ:‘ < ,?7
< o ~
=3 X o
5/ I AU
My commission expires 4.6( j*ﬁf 10, 2015 & g’ =
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Pk PUC
SECRETARY'S BUREAL

OPERATIONS AFFIDAVIT

[Commonwealth/State] of Sy i

SS.

County of \/U ¢ k

i
&C%MJ 6@1 we (Af/«é:( Affiant, being duly [sworn/affirmed] according to law,
deposes and says that;

[He/she is the CFO/TQ'@ ¢ /e v (Office of Affiant) of C oM e ijL \/u«—%u/c 3 a’/@l
(Name of Applicant){] o . -
(g 70é | d‘m

[That he/she is authorized to and does make this affidavit for said Applicant;]

That G”Vﬁ'\t%’" Veh"l’d/c& Lie- , the Applicant herein, acknowledges that [Applicant] may have
obligations pursuant to this Appfication consistent with the Public Utility Code of the Commonweaith of
Pennsylvania, Title 66 of the Pennsylvania Consolidated Statutes; or with other applicable statutes or
regulations including Emergency Orders which may be issued verbally or in writing during any emergency
situations that may unexpectedly develop from time to time in the course of doing business in
Pennsylvania.

ThatCU"\ Veret ‘/\‘VL"“VJA L bhe Applicant herein, asserts that [he/shefif] possesses the requisite
technical, managerial, and financial fithess to render natural gas supply service within the Commonwealth
of Pennsylvania and that the Applicant will abide by all applicable federal and state laws and regulations
and by the decisions of the Pennsylvania Public Utility Commission.

Tha[Mv’M\ ;&u{' Vﬁt("_/uﬂ,itrlréﬁ&)pﬁcant herein, certifies to the Commission that it is subject to, will pay,
and in the past has paid, the full amount of taxes imposed by Articles Il and Xl of the Act of March 4, 1971
(P.L. 6, No. 2), known as the Tax Reform Act of 1971 and any tax imposed by Chapter 22 of Title 66. The
Applicant acknowledges that failure to pay such taxes or otherwise comply with the taxation requirements
of Chapter 28 shall be cause for the Commission to revoke the license of the Applicant. The Applicant
acknowledges that it shall report to the Commission its jurisdictional natural gas sales for ultimate
consumption, for the previous year or as otherwise required by the Commissicn. The Applicant also
acknowledges that it is subject to 66 Pa. C.S. §506 (relating to the inspection of facilities and records).

Applicant, by filing of this application waives confidentiality with respect to its state tax information in the
possession of the Department of Revenue, regardless of the source of the information, and shall consent
to the Department of Revenue providing that information to the Pennsylvania Public Utility Commission.
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e LLC the Applicant herein, acknowledges that it has a statutory obligation to
conform with 66 Pa. C.S. §506 and the standards and billing practices of 52.PA. Code Chapter 56

That the Applicant agrees to provide all consumer education materials and information in a timely manner
as requested by the Office of Communications or other Commission bureaus. Materials and information
requested may be analyzed by the Commission to meet obligations under applicable sections of the law

That the facts above set forth are true and correct/true and correct to the best of his/her knowledge
information, and belief.

"R Doy

) Signature of Afftant

Sworn and subscribed before me this

"I 7 dayof \i’/’/fm Z)gr

20 /4

COMMONWEALTH OF PENNSYLVANIA

NOTARIAL SEAL ‘ Kj
Gireta R. Whitacre, Notary Public
City of York, York County :

[ My commission expires August 10, 2015

Slgnature of official administering oath

My commission expires 4’ L((jf’(/f.ﬂ/ [0, 2015
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COMMONWLEALTH OF PENNSY LVANIA
NDEPARTMENT QF STATE
BUREAU OF CORPORATIONS AND CHARITABLE ORGANIZATIONS
401 NORTH STRELET, ROOM 206
P.G.BOX 8722

HARRISBURG, PA 17105-8722
WWW. CORPORATIONS.S

STATE.PAUS/CORP

EnergyObjective

FHE BUREAU OF CORPORATIONS AND CHARITABLE ORGANIZATIONS 1S HAPPY TO SEND YOU YOUR
FILED DOCUMENT. THE Z SRE TO SERVE
IN PENNSYLVANIA,

FHE BUREAU IS HERE TO SERVE YOU AND WANTS TO THANK YOU FOR DQING RUSINESS

AT

WWW.CORP

IR YQU HA VE ANY QUFSTI‘ONS PERTAINING TG THE BUREAU, PLEASE VISIT OUR WER SITE LOCATED
NUMBER (717)787-1057,

JP OR PLEASE CALL OUR MAIN INFORMATION TELEPHONE
I"OR ADD[TIONAL INFORMATION REGARDING BUSINESS AND / OR UCC FILINGS,
"LEASE VISIT OUR ONLINE “SEARCHABLE DATABASE” LOCATED ON QLR WEB SITE,

ENTITY NUMBER: 4279205

C
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" ) 2} en.
Lobach, Jeftfrey 12, Esq - o
C/o Barley Snyder L1.C 100 East Market Street
York, PA 17401
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Entity #: 4279205

a6/27/2814 12:35 7178524828 BARLEY SNVDERl Date Flled: 06/27/2014
Carel Aichele
Secrefary of the Commanwealth

| PENNSYLVANIA DEPARTMENT OF STATE
CORPORATION BUREAU

Ertlty Numbxr Apptication for Reglatration of Fictitious Natne
(54 Pa.C.S, § 311)

Nnmn Document will ba mturmed w ihe
Jeffrey D. Lobach c/o Barley Snydey LLP | funeandaddressyoucnicr @ibe
Addren '
100 Fagt Market Street =
Cily Stue Zip Codt
York PA 17461
Feoi §70 .
Commonwealth of Ponnsylvania

FICTITIOUS NAME 2 Pageis)

R

T1417864116
In complisnge with-the requirements of 54 Pa.C.5. & 311 (relating to registrarion), the undersigned entity(igs),
desiring 1o rogistes a fictitious name undir 54 Py.C.S, Ch, 3 (relating to Setitlous namas), bereby stote(s) that:

). The fleridous name fs:

_EnerpyObiecctive

I T T
2. A'briel nntemen of the charatter or nahire of the business or other activity to be carried.on inder or through
the flctious name is:

Brokering of energy products.

3. The eddross, Inglnding nombor and street, [Fany, of the principal place of businesy.(P.Q. Boxalona s not,

acceptable):
415 Norway Street York PA 17403 York
Nutnder and Strest City ' State Zip County ]
4. The name and 2ddress, Ingluding mumber 2nd shreey, 15 any, of tach Individye) imerexied in'the buviness ja:
Name Number and Smroct City State Zip
N/A

. za_r.t. JUN 27 pH 2: 17 m =
sioss” " PR.DEPT OF siare S
W, -(:-T’- [op]
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086/27/2814 12:35 7178524020 BARLEY SNYDER PAGE  83/03

§. Fach entity, othdr than e Individual, Interested in such buslness is (are).

Convenient Ventures, LLC, 9 Pennsylvania limited liability company

Name Form of (rganization Orgenizing turisdiction

415 Norway Street. York, PA_17403

6. The opplicant ls fom|liar with.the provisions of 34 Pa.C.S. § 332 (relafing to offect of tegistration) and
understands that filing under the Fictitious Names Act does not create any exclusive or other right in the

fietitlous narme,

7. (O_pllcnnl]: WM’WWWM“M‘%
withdrowels-fam-or cuticaliation-ofihis-ropltration-on behpif-ofoll-tim-enisting partias-io the soglctation o
fare)r

N TESTIMONY WHEREOF, the undersigned have caused this Apphication for Reglaoation of Fictitjous Nam
10 be executed thls X1, doy of June, 2014,

Convenient YVentures, LLC

a;a; EHQQ 9{ | L e
. -T‘;GDG\MD/‘. 'Q‘\D'd Q"@/

4360674
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Business Entity

| R -
1ﬂpennsylvama el 1

Page 1 of |

DEPARTMENT CF STATE

' pennsylvania[)
Corporations
Online Services | Corporations | Forms | Contact Corporations | Business Services
Search Business Entity
By Business Name Filing History
By Business Entity iD Date: 8/27/2014 (gelect the link above to
. Vgnfy_ view the Business
Verity Certification Entity's Filing History)
Online Qrders
Register for Oniine
Orders
Order Good Standing

Business Name History
Order Certified Documents

Order Busi List Name Name Type
rder Business Lis

My Images CONVENIENT VENTURES, LLC Current Name
Search for Images

RELIABLE TANK LINES LLC Prior Name

Limited Liability Company - Domestic - Information
Entity Number:

3090668
Status: Active
Entity Creation Date: 8/23/2002
State of Business.: PA
Registered Office Address: 415 NORWAY ST
PO BOX 1509
YORK PA 17405-0
York
Mailing Address: No Address

Copyright © 2002 Pennsylvania Department of State. All Rights Reserved.
Privacy Policy | Security Policy
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cariited public accountunis & consullanis

Independent Auditor's Report

To the Stockholders, Partners, and the Board of Directors
The Shipley Companies
York, Pennsylvania

Report on the Combined Financial Statements

We have audited the accompanying combined financial statements of The Shipley Companies
which comprise the combined balance sheet as of June 30, 2013, and the related combined
statements of income, comprehensive income, equity and cash flows for the eighteen month period
ended June 30, 2013, and the related notes to the combined financial statements.

Management’s Responsibility for the Combined Financial Statements

Management is responsible for the preparation and fair presentation of these combined financial
statements in accordance with accounting principles generally accepted in the United States of
America; this includes the design, implementation, and maintenance of internal control relevant to
the preparation and fair presentation of combined financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these combined financial statements based on our
audit. We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the combined financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the combined financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the combined financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity's preparation and fair presentation of the combined financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity's internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the combined financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.
{

|
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Basis for Qualified Opinion

The Company has elected not to apply the provisions of ASC 810, Consolidation, as of June 30,
2013 and for the eighteen month period ended June 30, 2013. If the ASC 810, Consolfidation,
provisions were included in these combined financial statements, the financial statements of Shipley
Family Limited Partnership, an affiliate with common ownership and management, would need to be
consolidated into these combined financial statements. The impact on these combined financial
staterments of the omission of this entity in consolidation has not been delermined.

Qualified Opinion

In our opinion, except for the possible effects of the matter described in the Basis for Qualified
Opinion paragraph the combined financial statements referred to above present fairly, in all material
respects, the financial position of The Shipley Companies as of June 30, 2013, and the results of its
operations and its cash flows for the eighteen month period ended June 30, 2013 in accordance
with accounting principles generally accepted in the United States of America.

Other Matter

Our audit was conducted for the purpose of forming an opinion on the combined financial
statements as a whole. The accompanying supplementary information is presented for purposes of
additional analysis and is not a required part of the combined financial statements. Such information
is the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the combined financial stalements. The information
marked "unaudited” has not been subjected to the auditing procedures applied in the audit of the
basic combined financial statements, and accordingly, we do not express an opinion or provide any
assurance on it.

Reenael /Cont?, Ledheo 1P

October 30, 2013
York, Pennsylvania



The Shipley Companies

Combined Balance Sheet

Assets

Current Assets
Cash and cash equivalents
Accounts receivable
Trade, net
Other
Notes receivable, current portion
Inventories
Prepaid expenses and other current assets

Total Current Assets
Notes Receivable, Less Current Portion
Property and Equipment, Net
Other Assets
Cash surrender value of life insurance
Intangible assets, net of accumulated
amortization of $10.6 million

Other

Total Other Assets

Total Assets

See accompanying notes.

June 30,
2013

$

1,287,322

15,074,039
1,686,085
1,868,994
9,147,477
3,080,042

32,143,959

95,843

22,289,924

3,659,118

4,988,903
610,181

9,258,202

$

63,787,928




Liabilities and Equity

Current Liabilities
Current portion of long-term debt
Current portion of subordinated long-term debt
Accounts payable
Accrued expenses
Deferred income
Taxes, other than income taxes

Total Current Liabilities
Line of Credit
Long-Term Debt, Less Current Portion
Subordinated Long-Term Debt, Less Current Portion
Other Liabilities
Total Liabilities
Equity
Common stock, voting, par value $1: 50 shares
authorized, issued, and oulstanding
Common stock, non-voting, par value $1: 49,950 shares
authorized, 5,000 shares issued and outstanding
Additional paid-in capital
Retained earnings

Partners' capital
Accumulated other comprehensive loss

Less cost of treasury stock and partner interests
* The Shiptey Companies Equity
Noncontrolling Interest
Total Equity

Total Liabilities and Equity

June 30,
2013

1,305,913
677,921
15,743,610
1,444,913
566,934
3,616,105

23,355,396
14,943,819
7,028,180
2,641,990

2,478,071

50,447,456

50

5,000
656,650
8,261,044
11,890,510
(2,251,629)

18,561,625

(5,286,000)

13,275,625

64,847

13,340,472

63,787,928




The Shipley Companies

Combined Statement of Income

Revenue
Cost of Sales
Gross Profit
Operating Expenses
General and Administration Expenses
Operating Income

Other Income (Expenses)

Other income {(expense), net

Gain on sale of fixed assels

Interest expense

Net Income

Net Loss Attributable to Noncontrolling Interest

Net Income Attributable to The Shipley

Companies

See accompanying notes.

Eighteen
Months Ended
June 30, 2013

$ 891,799,775

823,261,568

68,538,207
48,702,256

17,255,793

2,580,158

293,442
2,964,115
(1,960,116)

3,877,599

(146,153)

$ 4,023,752




The Shipley Companies

Combined Statement of Comprehensive Income

Net Income (Loss) June 30, 2013
Other comprehensive income (loss)
Net prior service cost and net loss
Unrealized gain on interest rale swap

Total Comprehensive Income
(Loss) June 30, 2013

See accompanying notes.

Eighteen Months Ended June 30, 2013

Comprehensive

Comprehensive

Income (Loss) Loss Total
The Shipley Noncontrolling Comprehenslive
Companies Interest Income (Loss)
5 4,023,752 {146,153} $ 3,877,599
(262,581) - (262,581)
462,810 - 462,810
$ 4,223,981 {146,153) $ 4,077,828
I
1
|
|
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The Shipley Companies

Combined Statement of Equity

Batance at December 31, 2011

Comprehensive income (loss)
compoenents

Capital contributions

Distributions to stockholders and partners

Balance at June 30, 2013

See accompanying notles.

Eighteen Months Ended June 30, 2013

Common Stock

Accumulated Treasury
Other Stock and
Additional Retained Partners’ Comprehensive Partner Noncontrolling
Voling Non-Voting Paid-in Capital Earnings Capital {Loss} Income Interests Interest Total
50 § 5000 8 656650 S 8452677 $ 12210451 $ (2,451,858) S (5286,000) S - $ 13,593,970
- - - 1,183,522 2,840,230 200,229 - {146,153} 4,077,828
- - - - - - - 211,000 211,000
- - - (1,382,155 {3,160,171) - - - {4,542,326)
50 § 5000 $ 656,650 $ 8261044 % 11890510 § {2,251,629) $ (5286,000) $ 64,847 $ 13,340,472
6



The Shipley Companies

Combined Statement of Cash Flows

Cash Flows from Operating Activities
Net income
Adjustments to reconcile net income to net cash
provided by operating activities
Depreciation and amortization
Gain on sale of assets
Increase (decrease) in cash due to changes in
operating assets and liabilities, net of effect from
acquisitions
Accounts receivable
Inventories
Prepaid expenses and other current assets
Accounts payable
Accrued expenses
Deferred income
Taxes, other than income taxes
Other assets
Cther liabilities

Net Cash Provided by Operating Activities

Cash Flows from Investing Activities
Payments received on notes receivable
Acquisition of businesses
Purchase of property and equipment
Proceeds from sale of assets
Increase in cash surrender value - life insurance

Net Cash Used in Investing Activities
Cash Flows from Financing Activities
Net repayments on line of credit
Proceeds from issuance of long-term debt
Principal payments on long-term debt
Proceeds from issuance of subordinated debt
Principal payments on subordinated long-term debt
Capital contributions
Stockholder and partner distributions
Net Cash Used in Financing Activities
Net Decrease in Cash

Cash and Cash Equivalents at Beginning of Period

Cash and Cash Equivalents at End of Peried

See accompanying notes. 7

Eighteen
Months Ended
June 30, 2013

$ 3,877,599

6,323,848
(2,909,340)

1,125,202
8,267,780
569,815
(2,331,593)
(122,272)
(1,439,279)
26,512
(222,027)
(28,896)

13,137,349

250,163
(900,957)
(7,792,013)
4,336,116
(127,185)

(4,193,876)

(3,293,027)
2,200,000
(5,197,137)

450,000

(713,231)

211,000
(4,542,326)

{10,884,721)
(1,941,248)

3,228,570

$ 1287322




The Shipley Companies

Combined Statement of Cash Fiows {continued)

Eighteen
Months Ended
June 30, 2013

Supplemental Cash Flows Information
Cash paid for interest $ 1,868,111

Supplementary Schedule of Noncash Investing
and Financing Activities

A nole receivable was issued in connection with the sale of fixed assets in the
amount of $100,000.

in connection with the asset acquisition agreements entered into during 2012,
the Company entered into subordinated notes payable of $710,000.

The Company recorded an unrealized postretirement loss of $297,024 as a direct
decrease to equity.

The Company recorded an unrealized gain on interest rate swap of $240,331
as a direct increase to equity.

See accompanying notes. 8



The Shipley Companies

Notes to Combined Financial Statements
June 30, 2013

Note 1 - Description of Business

The Shipley Companies consist of the following: Shipley Group, LP and its wholly-owned
subsidiaries, Shipley Stores, LLC; Shipley Propane, LLC; Shipley Choice, LLP; Real Places, LP;
Convenient Ventures, LLC; Squeaky Wheels, LLC; Shipley Fuels Marketing, LLC, aswellas a 70%
owned company Sunbeam Rentals, LLC and a 64% owned company Solar Secured Solutions, LLC
(collectively Shipley Group); and Shipley Energy Company (collectively the Company). Shipley
Group and Shipley Energy Company are related through common management.

The Company provides a full range of energy products and services, including the sale and
distribution of petroleum products, natural gas and propane, and the installation and service of
industrial and residential heating and cooling equipment. The Company also sells petroleum
products and other items through its retail convenience stores. Customers cansist of businesses
and individuals throughout South Central and Eastern Pennsylvania and Northern Maryland. From
time to time, the Company is required to obtain performance bonds for certain contracts. Sales
derived from petroleum products, gases (natural and propane), equipment sales and service, and
convenience store products amount to 89%, 7%, 1%, and 3% of total net sales, respectively, for the
eighteen month period ended June 30, 2013.

Note 2 - Summary of Significant Accounting Policies

A summary of the significant accounting policies consistently applied in the preparation of the
accompanying combined financial statements follows:

Use of Estimates

The preparation of combined financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosures of contingent assets and
liabilities, if any, at the date of the financial statements, and the reported amounts of revenues and
expenses during the reporting periods. Accordingly, actual results could differ from those estimates.

Principals of Combination

The accompanying combined financial statements include the accounts of Shipley Group and
Shipley Energy Company, which share common management. All material intercompany balances
and transactions have been eliminated in combination.

Cash and Cash Equivalents

The Company considers highly liquid debt instruments with an original maturity of three months or
less at the date of purchase to be cash equivalents. |



The Shipley Companies

Notes to Combined Financial Statements
June 30, 2013

Note 2 - Summary of Significant Accounting Policies (continued)

Trade Accounts Receivable

Trade accounts receivable are carried at original invoice amount, less an estimate made for doubtful
accounts based on a review of all outstanding amounts on a monthly basis. Management
determines the allowance for doubtful accounts by identifying troubled accounts and by using
historical experience applied to an aging of accounts. Trade accounts receivable are written off
when deemed uncollectible. Recoveries of trade accounts receivable previously written off are
recorded when received.

The Company reports its trade accounts receivable balance net of expected bad debts and credit
balances. The bad debt reserve was approximately $1,087,000 at June 30, 2013. Included in trade
accounts receivable are credit balances for customers on the budget plan who have prepaid monies
on account in the amount of approximately $3,757,000 at June 30, 2013, and amounts relating to
natural gas deliveries which were unbifled in the amount of approximately $815,000 at June 30,
2013.

Inventories
The Company values its petroleum products and service parts inventories at the lower of cost or
markel using the first-in, first-out (FIFO) method for determining cost. The convenience store

product inventories are valued using the retail average cost method.

Inventories are comprised of the following as of June 30, 2013:

Petroleum products $ 7,737,408
Convenience store products 592,727
Service products and parts 817,342

$ 9,147,477

Property and Equipment

Property and equipment is carried at cost. Depreciation is computed using the straight-line method
over the estimated useful lives of the assets, ranging from 5 to 39 years for buildings, improvements,
and leaseholds, and from 5 to 15 years for equipment, trucks, and fixtures. Leasehold
improvements are amortized over the shorter of the lease term or estimated useful life,

Expenditures for additions, major replacements, and betterments are capitalized. Expenditures for
maintenance and repairs are charged to expense as incurred. When property and equipment are
retired or sold, the cost and applicable accumulated depreciation are removed from the respeclive
accounts and the related gain or loss is recognized.

I
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The Shipley Companies
Notes to Combined Financial Statements
June 30, 2013

Note 2 - Summary of Significant Accounting Policies (continued)

Impairment of Long-Lived Assets

Long-lived assets other than those held for sale are reviewed for impairment whenever events or
circumstances indicate that the carrying amount of the assets may not be recoverable. An assetis
considered to be impaired when the undiscounted estimated net cash flows to be generated by the
asset are less than the carrying amount. The impairment recognized is the amount by which the
carrying amount exceeds the fair value of the impaired asset. Fair value estimates are based on
assumptions concerning the amount and timing of estimated future cash flows and discount rates
reflecting varying degrees of perceived risk. Management has concluded that no impairment
reserves are required as of June 30, 2013,

Intangible Assets

The Company accounts for goodwill and intangibie assets as required by FASB ASC Topic 350,
Goodwill and Other [ntangibles, Goodwill and intangible assets acquired in a purchase business
combination and determined to have an indefinite useful life are not amortized, but instead are
tested for impairment at least annually. The guidance aiso requires that intangible assets with
estimable useful lives be amortized over their respective estimated useful lives to their estimated
residual values, and reviewed for impairment in accordance with ASC Topic 350.

The Company's intangible assets consist primarily of customer fists. The estimated useful lives of
the lists vary and range from five to fifteen years. The customer lists are being amortized over their
useful lives using the straighi-line method. The lists are reviewed annually for impairment.
Management has concluded that no impairment reserves are required as of June 30, 2013.

Amortization expense amounted to $1,547,710 for the eighteen month pericd ended June 30, 2013,
Annual amortization expense is estimated to be approximately $905,000 in 2014, $742,000in 2015,
$686,000 in 2016, $510,000 in 2017, and $367,000 in 2018,

Advertising Costs

Advertising costs are charged to expense as incurred. Advertising expense was approximately
$2,322,000 for the eighteen manth period ended June 30, 2013.

Income Taxes

The stockholders and partners of the Company have elected to include the Company’s income in
their own income for federal and state income tax purposes. Accordingly, no provision for income
taxes is included in these combined financial statements. It is the Company's policy to pay
distributions to the stockholders and pariners in amounts sufficient to cover any lax obligations due
as a result of the S corporation elections or status as partnership. Extra distributions may be made

at management's discretion.
|
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The Shipley Companies

Notes to Combined Financial Statements
June 30, 2013

Note 2 - Summary of Significant Accounting Policies {continued)

Income Taxes (continued)

Accounting principles generally accepted in the United States of America require management to
evaluate tax positions taken by the Company, including whether the entity is exempt from income
taxes. Management evaluated the tax positions taken and concluded that the Company had taken
no uncertain tax positions that require recognition or disclosure in the combined financial
statements. Therefore, no provision or liability for income taxes has been included in the combined
financial statements. With few exceptions, the Company is no longer subject to income tax
examinations by the U.S. Federal, state, or local tax authorities for years before 2009.

Environmental Obligations

The Company provides for environmental related obligations when they are prabable and amounts
can be reasonably estimated. Where the available information is sufficient to estimate the amount
of the liability, that estimate has been used. Where the information is only sufficient to establish a
range of probable hability and no point within the range is mare likely than any other, the lower end
of the range is used.

Comprehensive Income

The Company accounts for comprehensive income in accordance with accounting standards under
the Comprehensive Income topic, which requires comprehensive income and its components to be
reported when a company has items of comprehensive income. Comprehensive income includes
net income plus other comprehensive income (i.e., certain revenues, expenses, and gains and
losses as separate components of stockholders' equity rather than net income or 10ss).

Derivatives

The Company accounts for derivatives under ASC 815, Accounting for Derivative Instruments and
Hedging Activities. ASC 815 requires that all derivatives be recognized in the balance sheet at their
fair value. Derivatives that are not hedges must be recorded at fair value through earnings. The
ineffective portions of a derivative's change in fair value are immediately recognized in earnings.

Derivatives that have been designated and qualify as fair value hedging instruments are reported at
fair value. The gain orloss on the derivative instrurment as well as the offsetting gain or loss on the
hedged item attributable to the hedged risk are recognized in earnings in the current period.

Derivatives that have been designated and qualify as cash flow hedging instruments are reported at
fair value. The gain or loss on the effective portion of the hedge (i.e., change in fair value) is initially
reported as a component of ather comprehensive income. The remaining gain or loss, if any, is
recognized currently in earnings. Amounts in accumulated other comprehensive income are
reclassified into net income in the same period in which the hedged forecasted transacti?n affects

earnings. ,
I
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